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LABOR. DEPARTMENT OF

Recommendations for names of members to sit on the ERISA Advisory Council on Employee
Welfare and Pension Benefit Plans are being solicited by the Department of Labor
(see the 9/22/87 Fed.. Reg.. pp. 35598-99).
According to the notice, the purpose
of the Council is to advise the Secretary of Labor on carrying out his
responsibilities under ERISA and make recommendations thereto.
The terms of five
of the Council's 15 members are to expire 11/14/87.
Replacements for the
positions must represent groups or fields as follows:
employee organizations,
employers (multiemployers), corporate trust, investment management, and the
general public.
In addition, a replacement in the field of employee organizations
(multiemployers) is to be filled for a period of one year.
Any person or
organization desiring to recommend one or more individuals for appointment to the
ERISA Advisory Council may submit recommendations on or before 10/9/87 to the
Secretary of Labor, Frances Perkins Building, U.S. Department of Labor, 200
Constitution Ave., N.W., Washington, D.C. 20210.
SECURITIES AND EXCHANGE COMMISSION

A booklet designed to help small business owners understand capital formation and
Federal securities laws has been prepared by the Securities and Exchange
Commission, in conjunction with the Office of the Chief Counsel for Advocacy at
the Small Business Administration. 0 & A:
Small Business and the SEC provides a
review of the requirements that must be met in order to raise capital through the
sale of securities.
Included in the 25-page publication is information for the
small business owner on where to go for assistance in answering questions on
Federal securities laws and on special help to facilitate capital-raising by small
businesses.
The SEC/SBA booklet also contains descriptions of the disclosure
obligations for the public company and explains the exemptions from registration
requirements, including the interstate offering exemption, private offering
exemption, Regulations A and D and Rules 504, 505, and 506.
A copy of the
publication can be obtained from the SEC's Office of Publications by calling
202/272-7460.
TREASURY, DEPARTMENT OF

Guidance to taxpayers who claim an investment credit subjecting them to the basis
adjustment rules with respect to that credit has recently been issued by the IRS
(see the 9/21/87 Fed. Reg., pp. 35438-47).
The proposed regulations generally
provide that if there is an investment tax credit determined with respect to
property the basis of such property will be reduced by 50% of the credit.
If the
property is subsequently disposed of before the close of the useful life or the
recovery period used in computing the investment tax credit, 50% of the credit
required to be recaptured is to be added back to the basis of the property
immediately before the disposition occurs.
Examples are provided for determining
the reduction of basis for the investment tax credit calculated with respect to
property, and for determining the increase in basis for early dispositions of
property subject to the basis reduction.
Further, the proposal provides that the
basis reduction is to be made notwithstanding the fact that the amount of credit
allowed is limited by the tax liability for the taxable year.
However, the IRS
noted that a basis reduction is not required when the lessor of property makes a
valid election to treat the lessee as the purchaser of the property for purposes
of the investment tax credit.
The proposed regulations also provide rules with
respect to
the necessary adjustment in the basis of a partner's interest in a
partnership or an S corporation shareholder's basis in S corporation stock to
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reflect the basis adjustment made at the partnership or S corporation level.
The
regulations are proposed to be effective for periods beginning after 12/31/82.
Comments and requests for a public hearing are solicited by 11/20/87.
If
additional information is needed after reading the proposed regulations , please
contact David Haglund at the IRS at 202/566-3297.

More businesses will be able to file their Federal tax returns electronically or on
magnetic tape under an expanded electronic filing/magnetic media program for
business tax returns, the IRS announced recently.
The expanded program will
permit subchapter S corporations to file Forms 1120-S electronically or on
magnetic media beginning 1/1/88. The IRS will also accept short year, fiscal year
and amended Forms 1041, 1065 and 1120S filed electronically or on magnetic media.
In addition, balance-due fiduciary returns will be accepted in 1988. The IRS said
benefits to businesses that participate in the electronic filing/magnetic media
program include "elimination of the need to print large volumes of Schedules K-1,
a reduction of the amount of paper to be signed through use of consolidated
signature documents, rapid error checks and immediate acknowledgment of returns
received."
Businesses can participate in the program from anywhere in the U.S.
All business returns submitted electronically or on magnetic media are processed
at the IRS service center in Andover, MA.
Further information about the program
is available by calling the IRS Technology Research Office at 202/376-0388 or by
writing the Assistant Commissioner (Planning, Finance ad Research), ATTN:
Technology Research Office, 1111 Constitution Ave., N.W., Washington, D.C. 20224.

Real estate mortgage investment conduits (REMICs) are the subject of an advance notice
issued recently by the IRS.
The IRS "intends to issue regulations that authorize
the payment of interest on a REMIC regular interest at a variable rate based on a
weighted average of the interest rates on the qualified mortgages held by the
REMIC," the advance notice stated.
The rule, according to the IRS, will apply
only if interest on each qualified mortgage is payable, during each accrual
period, at a fixed rate or at a variable rate based on current values of an
objective interest index.
The IRS said that taxpayers may rely on the advance
notice until regulations are issued relating to these provisions, and that if
future guidance is inconsistent with the guidance provided by the notice, such
future guidance will be given prospective effect only. The advance notice, Notice
87-67, is intended to supplement Notice 87-41.
Notice 87-67 is scheduled for
publication in Internal Revenue Bulletin 1987-40, dated 10/5/87.

A mortality table to be used in determining the extent to which deferred payments of
life insurance proceeds are excluded from gross income has been issued by the IRS
as part of proposed and temporary regulations (see the 9/21/87 Fed. Reg., pp.
35414-15 and p. 35447). According to the IRS, the mortality table, which does not
distinguish among individuals on the basis of sex, is to be used in determining
the amount held by the insurer under an agreement provided for in the life
insurance contract.
The table also determines the period or periods to which
payments are made when the insurer prorates the amounts.
The regulations affect
beneficiaries of life insurance contracts who receive life insurance proceeds at a
date later than the death of the insured. The regulations are effective 10/23/86,
and apply to amounts received with respect to deaths occurring after 10/23/86, in
the taxable years ending after 10/22/86.
Written comments on the proposed rules
and requests for a public hearing must be mailed by 11/20/87.
If additional
information is needed after reading the proposed and temporary regulations, please
contact Sharon Hall at the IRS at 202/566-3288.
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TREASURY, DEPARTMENT OF

A public hearing on proposed regulations relating to the low-Income housing credit, as
enacted by the Tax Reform Act of 1986. will be held 11/9/87. the IRS announced
recently (see the 9/18/87 Fed. Reg.. pp. 35278-79).
The proposed regulations
provide guidance concerning the state low-income housing credit authority
limitation and were published in the 6/22/87 Federal Register at pp. 23471-72 (see
the 6/29/87 Wash. Rpt.).
The hearing will begin at 10:00 a.m. in the IRS
Auditorium, Seventh Floor, 7400 Corridor, 1111 Constitution Ave., N.W.,
Washington, D.C. Outlines of oral comments must be delivered or mailed to the IRS
by 10/23/87.
For further information after reading the notice, please contact
Angela D. Wilburn at the IRS at 202/566-3935.

A

new publication designed to help Individual Retirement Account (IRA) owners and
beneficiaries determine their required distributions is available from the IRS.
Publication 930, 1987 Required Distributions from Individual Retirement Accounts
(IRAs) explains "in plain language" the distributions that must be made to certain
IRA owners who reached age 70 1/2 in 1986 or in earlier years, and the
distribution requirements for beneficiaries of IRA owners who died before 1987,
the IRS said.
Proposed regulations published in the 7/27/87 Federal Register at
pp. 28070-110 (see the 8/3/87 Wash. Rpt.) give guidance on distributions required
to be made from qualified employee plans, annuity contracts and IRAs.
The
regulations provide for special distribution methods, highlighted in the
publication, that will simplify the process for a number of beneficiaries and
individuals who have attained age 70 1/2.
According to the IRS, the publication
explains the transition methods in the regulations for simplifying the
determination of the amount that must be distributed from these IRAs by 12/31/87.
The IRA publication is available free of charge from the IRS by calling 1-800-4243676.

THE WHITE HOUSE
David F. Linowes, CPA, has been appointed by President Reagan to serve as Chairman of
the President's Commission on Privatization.
In making the announcement,
President Reagan said, "The bipartisan Commission will study all activities of the
Federal government and report back to me on which government programs,
enterprises, and activities are more appropriately part of the private sector."
Mr. Linowes has been Boechenstein Professor of Political Economy and Public Policy
and professor of business administration at the University of Illinois since 1976.
From 1975 to 1977, he served as Chairman of the U.S. Privacy Protection
Commission.
He headed economic development missions for the U.S. Department of
State and the United Nations to Turkey, India, Greece, Pakistan, and Iran in the
late 1960s and early 1970s.
Mr. Linowes has been a member of the AICPA since
1948.
SPECIAL:

FUNDING AVAILABLE TO RESEARCH GOVERNMENT FINANCIAL MANAGEMENT

Funds are available to support research in government financial management, broadly
defined, from the Association of Government Accountants (AGA).
The organization
recently announced the research funding program and said applications are due by
4/1/88. Individuals interested in applying for an AGA research grant should write
to the Chairman of the National Research Board, AGA, 727 South 23rd Street,
Arlington, VA 22202 and request a copy of the AGA's guidelines for its funding
program, and submission of applications for the research grants.
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SPECIAL:

GAO ISSUES NEW FEDERAL ACCOUNTING SYSTEM DEVELOPMENT AND OPERATION STANDARDS

New standards for Federal accounting system development and operation have been issued
by U.S. Comptroller General Charles Bowsher.
The standards, effective as of
8/31/87, are in appendix III to title 2 of the GAO Policy and Procedures Manual
for Guidance of Federal Agencies. The standards promote the use of systems that
provide the information needed for effective and economical management of the
government's resources and operations and to assess management's stewardship.
Agency heads must observe these standards in establishing, maintaining, and
reporting on their systems of accounting and internal controls as required by law.
If a system does not comply with the standards, the department or agency is
expected to plan for and ensure compliance within a reasonable time, as well as
make appropriate disclosure in required reports on the status of the accounting
system.
The new standards include guidance on system structure and operations,
financial reporting, system development or modification processes, and
documentation of the system development process and of the accounting system
itself.
According to the GAO, the new standards are broad enough to survive the
passage of time and changes in technology.
Along with the related guidance, the
standards are intended to be complementary to the existing accounting and internal
control guidance policy, as well as be compatible with the financial requirements
currently placed on departments and agencies by the OMB and the Treasury
Department.
For further information contact Virginia Robinson at the GAO at
202/275-9513.
SPECIAL:
A

GAO REPORT ON GOVERNMENT CONTRACTING PROFIT REPORTING ISSUED

legislative proposal for establishing a program to study the profitability of
government contractors was issued by the GAO 9/17/87.
The report, NSIAD-87-175,
proposes legislation for a profit reporting program which is different in several
respects from a previous proposal advanced in an exposure draft released by the
GAO in November 1986 (see the 12/8/86 Wash. Rpt.).
The legislative proposal
requires that a government contractor submit annually a profit information report
containing balance sheet and income statement information reflecting the financial
position of each of the firm's segments contributing contract revenues.
For
privately held companies, the GAO proposal requires that the information
transmitted shall include a reconciliation to audited financial statements.
The
proposed GAO legislation requires that a covered company shall have an independent
certified public accountant
"report on the reliability of the information
furnished" under the profit reporting program.
GAO's previous exposure draft had
required data submitted by companies subject to the legislation "to be attested by
their independent certified public accountants and reconciled to their current
financial statement." GAO noted in its final report that the AICPA "recommended
refinements and precision to our interpretations of their audit standards"
and
thus, GAO "changed the report accordingly." The profit reporting program provides
for access to company data by the program Administrator and the GAO, as well as to
the auditor's papers, documents, and records "relating to the information
furnished." According to the report, GAO needs such access "for limited testing
to provide assurances to Congress and the public that the data and program results
are reliable." GAO also revised the program threshold coverage criteria from $50
million of negotiated contracts in a year to $50 million for 2 consecutive years
of negotiated contracts where certified cost or pricing data is required.
The
program Administrator is authorized by the legislation to revise the $50 million
threshold if deemed appropriate, either downward or upward.
Additionally, the
proposal provides that company segments doing only commercial work are not
required to report. In its exposure draft, the GAO recommended that an Office of
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Profit Studies and Analysis be established to administer the reporting program.
The draft legislation has been revised to provide that the President designate an
Administrator, rather than a separate office, to implement the program.
GAO in
its report recommends that the Office of Federal Procurement Policy Administrator
be appointed to implement the program since OFPP has overall responsibility for
formulating government procurement policy.
A copy of the report can be obtained
by writing the U.S. Government Accounting Office, P.O. Box 6015, Gaithersburg, MD
20877 or by calling the GAO at 202/275-6241.

For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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